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shall extendthe class ceiling exception for subsequent 6-month periods upon making a 

determination that a need the exception still exists and upon providingthe CMS 

Regional Office with another advance written notificationas stated above. 

D. 	 EffectiveOctober 1, 1985,FRVSshallbeusedtoreimbursefacilitiesforproperty.To 

prevent any facility from receiving lower reimbursement under FRVS than under the 

former method where depreciation plus interest costs were used to calculate payments, 

there shall be a transition period in which some facilities shall continueto be paid 

depreciation plus interest until such time asFRVS payments exceed depreciation and 

interest paymentsas specified in Section V.E.1 .h. At that time, a facility shall begin 

reimbursement under the FRVS. Facilities entering the program after October1, 1985 

that had entered into an armslength (not between related parties) legally enforceable 

agreement for construction or purchase loans priorto October 1, 1985 shall be eligible 

for the hold harmless clause per SectionV.E.1.h. 

E. Theprospectivelydeterminedindividualnursinghome'sratewillbeadjusted 

retroactively tothe effective date of the affectedrate under the following circumstances: 

1. An error was made by AHCA in the calculation of the provider's rate. 

2. 	 A provider submits an amended cost report used to determine the rate in effect. 

An adjustment due tothe submission of an amended cost report shall not be 

granted unless the amended cost report shall cause a changeof 1 or more percent 

in the total reimbursement rate. The provider shall submit documentation 

supporting that the 1 percent requirementis satisfied. This documentation shall 

include a rate calculation usingthe same methodology andin a similar formatas 

used by the Agency in calculating rates. The amended cost report shall be filed 

by the filing date ofthe subsequent cost report orthe date of the first field audit 
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exit conference for the period being amended isor the date a desk audit letter 

received by the provider for the period being amended, whicheveris earlier. 

3. 	 Further desk or on-site audits of cost reports disclose a change in allowable costs 

in those reports. 

4. 	 The sectionshallnotapplytothecase-mixadjustmentcalculatedin 

Section V.G. of this plan. 

F. 	 The Medicaid program shall pay a single level of payment rate for all levels of nursing 

care. This single per diem shall be based upon each provider's allowable Medicaid costs 

divided bythe Medicaid patient days from the most recent cost report subject to the rate 

setting methodology in SectionV. of this plan, 

G. 	 Reimbursement of operating and patient care costs are subject to class ceilings. Property 

costs are subjectto statewide ceilings, which shall 1,be the ceilings computed at July 

1985, for facilities being reimbursed under Section III.G.3.-5. of this plan. For facilities 

being reimbursed under FRVS, be per SectionV.E.l .g. ofthe cost per bed ceiling shall 

this plan. Return on equity and use allowance are passed through are not subjectto a 

ceiling. 

H. 	 An incentive factor is available to providers whose-operating per diems are under the 

class ceiling and who have provided quality of on thecare resulting in standard ratings 

license issued by AHCA pursuant to the provisions of Rule59A-4.128, F.A.C. 

Additional incentiveis available for providers who have been granted superior quality of 

care licensure ratings. Beginning withthe July 1, 1996, rate semester, incentive factor 

payments willno longer be made and a Medicaid Adjustment Rate be made 

pursuant to Section V.F. of this plan. 

I. Alowoccupancyadjustmentfactorshallbeappliedtocostsofcertainproviders. 
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J. 	 Thefollowingprovisionsapplytointerimchanges in componentreimbursementrates, 

other than through the routine semi-annual rate setting process. 

1. 	 Requestsforrateadjustmentstoaccountforincreasesinproperty-relatedcosts 

due to capital additions, expansions, replacements,or repairs, or for allowable 

lease cost increases shall not be considered in the interim between cost report 

submissions, except forthe addition of new bedsor if the cost ofthe specified 

expansion, addition, replacement, allowable lease cost increaseor repair would 

cause a change of 1 percent ormore in the provider’s total per diem 

reimbursement rate. For facilities being reimbursed under FRVS, property

related costs shallnot be considered in any interimrate request. Adjustments to 

FRVS rates for property-related costs shall be made only on January 1 and July 1 

of each year per SectionV.E. 1.j. 

2. 	 Interimratechangesreflectingincreasedcostsoccurringasaresultofpatient 

care or operating changes shall be considered only if such changes were made to 

comply with existing Stateor Federal rules, laws, or standards, and if the change 

in cost to the provider is at $5000 and would cause a change of 1 percentor 

more in the provider’s current total per diem rate. 

(a) If new Stateor Federal laws, rules, regulations, licensure and certification 

requirements, ornew interpretations of existing laws, rules, regulations, or 

licensure and certification requirements require providers to make changes 

that resultin increased or decreased patient care, operating,or capital costs, 

requests for component interim ratesshall be considered for each provider 

based on the budget submitted by the provider. All providers’ budgets 
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(b) In cases where new State or Federal requirements are imposed that affect all 

providers, appropriate adjustments shallbe made to the class ceilings to 

account for changes in costs causedthe new requirements effective as of 

the date of thenew requirements or implementation the new requirements, 

whichever is later. 

3. Interim rate adjustments shall be granted to reflect increases in the costof 

general or professional liability insurance for nursing homes if the changein cost 

to the provider is at least$5000 and would cause a change 1 percent or more 

in the provider's current total per diem. 

4. 	 Interim rate requests resulting from l., and 2. above must be submitted within 60 

days after the costsare incurred, and shallbe accompanied by a12-month budget 

that reflects changes in services and costs. For providers being reimbursed under 

FRVS, interim rate adjustments due to capital additions or improvements shall 

be made per Section V.E.1.j. An interim reimbursement rate, if approved, shall 

be established for estimated additional costs retroactivethetotime of the change 

in servicesor the timethe costs are incurred, but not to exceed60 days before 

the date AHCA receivesthe interim rate request.The interim per diem rate shall 

reflect only the estimated additional costs, the total reimbursement rate paid 

to the provider shallbe the sum of the previously established prospective rates 

plus the interim rate. A discontinued service would offsetthe appropriate 

components of the prospective per diem rates currently in the provider.for 

Upon receipt of a valid interim rate received after 31,1984, the AHCA 

Office of Medicaid shall determine whether additional information is needed 

from the provider and request such information within30 days. Upon receipt of 
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Medicaid shall approveor disapprove the interim rate request within60 days. If 

the AHCA office of Medicaid does not make such determination within60the 

days, the interim rate request shallbe deemed approved. 

5 .  	 InterimRateSettlement.Overpayment as aresultofthedifferencebetween the 

approved budgeted interim rate and actual costs of the budgeted itembeshall 

refunded to AHCA. Underpayment as a result of the difference betweenthe 

budgeted interim rate and actual costs be paid tothe provider. 

6. 	 Interim rates shall not be granted for fiscal periods that have ended. 

Interim rates for the additional staffing requirements effective January 1, 2002 

and 2003 shall not be granted,as providers incurring additional costs to meet the 

new minimumstaffing standards will receive a “gross-up adjustment” as 

described in section V.B 4, For the costs incurred fromthe additional CNA 

staff hired during November 2002 and December 2002 to meetthe January 1, 

2003 staffing requirements prior to January1,2003, interim rates will be 

considered in accordance with section IV.J 2 and4 above for that period only, 

and removed January1,2003 due tothe implementation ofthe gross-up 

methodology described inV.B.4. 

7. For costs incurred prior to January 1,2002 by providers who have submitted the 

supplemental 	schedule,the following methodology willbe used: 

November 2001= 50% of the additional costsas computed in section 

V.B4 on a daily per diem basis the number of daysin November 

that costs were incurred to the January 1,2002 staffing 

requirements shall be reimbursed; 

December 2001= 75% of the additional costsas computed in section 
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that costs were incurred to meetthe January 1,2002 staffing 

requirements shallbe reimbursed. 

No costs willbe recognized by providers incurring additional costs to the new 

minimumstaffing standards prior to November1,2001. 

K. The following applies to rate periods prior to July 1 ,  1985: In the event that a provider 

receives a new licensure rating makinghim eligible or ineligible for any amount of 

incentive payments, his prospective reimbursement rate be changed to reflecthis 

new licensure rating and shall the month afterbe effective beginningon the first day of 

the month in which the new licensure rating became effective.For rates effectiveon or 

after July1, 1985, the incentive payments basedon licensure ratings shallbe calculated 

according tothe provisions of SectionV.D. below. 

L. 	 Effective April 1, 1999 there will be a case-mix adjustment, which will be paid as an 

add-on tothe patient care component of the provider's total reimbursement The 

amount ofthe case-mix adjustment will be calculated pursuant to SectionV.G. of this 

plan. Effective January 1,2002, the case-mix adjustment willbe eliminated 

M. Effective January 1, 2002, providers will be required to complete a supplemental 

schedule from the Medicaid cost report filed tobe used in the January1,2002 rate 

setting. The information reportedon the supplemental schedule willbe used to rebasethe 

patient care component of the Medicaid per diem rate and to calculate a "gross-up 

adjustment" to facility rates at January1,2002 for the increased staffing requirements. 

N, 	 AggregateTestComparingMedicaid to Medicare 42 CFR 447.253@)(2) (1994) provides 

that states must assure the The Centers for Medicare and Medicaid Services that "The 

Medicaid agency's estimated average proposed payment rate ...p ay in the 

aggregate for...long-term care facility services than the amount...would be paid for 
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period, ifthe aggregate reimbursement to be paidis higher thanwould be paid under 

Medicare reimbursement principles,the following steps shall be taken for that rate 

semester, in order, asnecessary to meet the aggregate test: 

1. 	 The increase in property reimbursementdue to indexing for FRVS shall be 

reduced untilthe upper limit testis met for that rate semester.The amount of the 

property reimbursement rate paid underFRVS shall be reduced, but not below 

the initial perdiem the provider received underFRVS.This per diemis 

inclusive of all components ofFRVS,including property, return on equity, taxes 

and insurance. 

2. 	 Anyincentivepayments or otherpayments that exceed the projected cost rate 

shall be reduced on a pro rata basis until Medicaid aggregate paymentsare equal 

to or less than the amount that would be paid for services the Medicare 

reimbursement principles. 

3. 	 If provisions 1 and 2 are implemented in order to meet the upper limit test, for a 

period of 1 year, thisplan shall be reanalyzed and formally amended to conform 

to the necessary program cost limits. 

0. 	 Payments made under this plan are subject to retroactive adjustment if approval of this 

plan or any part ofthis plan is not received fromthe federal Centers for Medicare and 

Medicaid Services (CMS). The retroactive adjustments madeshall reflect onlythe 

federal financial participation portions of payments due to elements ofthis plan not 

authorized by CMS. 

V. 	 Method 

This section definesthe methodologies to be used by the Florida Medicaid program in 

establishing reimbursement ceilings and individual nursing home reimbursement rates. 
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1. 	 Ceilingsshallbedeterminedprospectivelyandshallbeeffectivesemi-annually 

on January1and July1. The most current acceptable cost reports postmarkedor 

accepted by a common carrier by October3 1 or April30 and received by 

November 15 or May 15, respectively, of each year the provider's most 

recent reimbursement ratesshall be used to establishthe operating and patient 

care ceilings. . The first cost report submissions for all newly constructed 

facilities shall beused to establish the property cost ceiling. The first cost report 

year-end for these newly constructed facilities must beafter October 1,1977. In 

addition, all facilities with year-ends prior to of the one-hundredth facility in 

an array frommost current to least current year end shall not be consideredin 

setting the property cost ceiling. The ceiling for property computed here shall be 

used for all facilities not yet being reimbursed under FRVS.The ceiling 

computed at July 1, 1985 shall be used beginning with July1, 1985 rates, and all 

subsequent rates for facilities until they begin receiving reimbursement under 

FRVS. For those facilities being reimbursed under FRVS,the cost perbed 

ceiling per SectionV.E. 1.g. ofthis plan shall beused. 

2. 	 For the purposeofestablishing reimbursementlimits foroperating and patient 

care costs, four classes basedon geographic location and facilitysize were 

developed. These classes are as follows: 

a. Size 1-100beds - NorthernFloridaCounties 

b. Size 101-500 beds-NorthernFloridaCounties 

C. Size 1-100beds - SouthernFloridaCounties 

d.Size 101-500beds-SouthernFloridaCounties 


For purposes of definingthe four reimbursement classes,the "Southern Florida 


Counties" shall be comprisedof: 
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Monroe Hardee-
Okeechobee Hendry

Highlands Collier Palm Beach 
Dade IndianRiver Polk 

Lee Desoto St. Lucie 
Martin Glades Sarasota 

All remaining Florida Counties shall be "Northern Florida Counties." 

3. 	 As of July 1 ,1994, two additional reimbursement classes shall be defined as 

follows: 

a. Size1-100beds - CentralFloridaCounties 

b.Size 101-500 beds - CentralFloridaCounties 

The "Central Florida Counties: shall be comprisedof: 

Pinellas Manatee Brevard 
Orange Hardee 

Seminole Osceola Highlands 
Pasco Hillsborough 

The "Northern Florida Counties" and"southern Florida Counties" shall be 

comprised of the counties enumerated in V.A.2. less the "Central Florida 

Counties" as defined above. 

4. 	 Nursing homes participating in the Medicaid program as of July 1,1994, and 

located in Hardee, Highlands,or Polk County, shall be "grand-fatheredin,"and 

shall be considered as members of the "Southern Florida Counties" class, until 

such time that the "Central Florida Counties" class reimbursement ceilings for 

the operating cost and patient care cost components equalor exceed the 

corresponding July 1,1994, "Southern-Florida Counties" class ceilings.The 

"grandfathered-in" provision shall be applied separately the operating cost 

and patient care cost components in each ofthe two facility size classes. That is, 

nursing facilitiesof a givensize in Hardee, Highlands, and Polk counties shall be 
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as members of the applicable "Southern Florida Counties" size class 

in the operating cost component until such timeas the "Central Florida 

Counties" operating cost component ceiling equalsor exceeds the July 1, 1994, 

"Southern Florida Counties" operating cost component ceiling for that class. 

Nursing facilitiesof a givensue in Hardee, Highlands, and Polk counties shall 

be considered as members of the applicable "Southern Florida Counties" size 

class in the patient care cost component until such timeas the "Central Florida 

Counties" patient care cost component ceilingequals or exceeds the July 1, 

1994, "Southern Florida Counties" patientcare cost component ceiling. 

B. 	 Settingprospectivereimbursementperdiemsandceilings. In determining the class 

ceilings, all calculations for SectionsV.B. 1. - V. B. 18. shall be made usingthe four 

class, and "Northern Florida Counties" and "Southern Florida Counties'' definitions of 

sections V.A.2. above. All calculations for Sections V.B.19.- V.B.21 shall be made 

using thesix class and "Central Florida Counties" definition of Section V.A.3. above. 

The Agency shall: 

1. 	 Review and adjust each provider's cost report referred to in A.l. to reflect the 

result of desk or on-site audits, if available. 

2. 	 Reduce a provider's general routine operating costs if they are in excess of the 

limitations establishedin 42 CFR 41 3.30(1997) 

3. DeterminetotalallowableMedicaidcost. 

4. 	 DetermineallowableMedicaidproperty costs, operatingcosts,patientcarecosts, 

and return on equity use allowance. Patient care costs include those costs 

directly attributable to nursing services, dietary costs, activity costs, social 

services costs, and all medically ordered therapies. All other costs, exclusiveof 

property cost and return on equityor use allowance costs,are considered 
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property assets, and the on equity for propertyFRVS rate shall reflect a return 

assets as per Sectionm.J. and K. 

a.EffectiveJanuary 1,2002, therewillbedirect care andindirect care 

subcomponents of the patient care component of the per diem rate. two 

subcomponents together shall equalthe patient care componentof the per diem 

rate. Providers will be required to complete a supplemental schedule forthe 

Medicaid cost report to be usedin the January 1,2002 rate setting. The 

supplemental schedule shall containthe direct subcomponentof the patient care 

costs. Providers who do not submit a supplemental schedule shall have all 

patient care costs allocated into direct care and indirectcare subcomponents 

based on a 65% and 35% split, respectively. Providers who do not submit the 

supplemental schedule will be excludedfiom the calculation of patient care 

ceilings. 

Providers who do not submit the supplementary schedule will not have their 

costs “grossed-up,”as detailed in b. below, if their staffing ratiosdo not meet the 

mandated minimumstaffing standards for January1,2002. For providers filing 

a late supplemental schedule, there will be no retroactive adjustment to direct 

care or indirect care allocation or to the “gross-up.” The late-filed supplemental 

schedule will notbe used until the following prospective January 1 and July 1 

rate semesters. 

b. 	 For the January 1,2002 ratesemester,eachprospectiveprovider’sdirectcare 

subcomponent will be adjusted for the additional costs incurred by the provider 

to comply with theminimum staffing requirements for nursing (registerednurses 
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ed practical nurses) and certified nursing assistants (CNA’s). This 

ent will be based on the information provided by each provider inthe 

supplemental schedule filed with the January 1,the cost report used to establish 

2002 Medicaid perdiem rate. 

The totalreportedproductivehoursforregisterednurseslicensedpractical 

nurses (LPN), and CNA’s will each be divided bythe number of total patient 

days reported. Total reported productive hours include hours for employees of 

the facility and hours for leased staff. The result will representthe hours per 

patient day for each levelof nursing service. The productive hours per patient 

day for RN’s and LPN’s will be combined for total productive nursing hours per 

patient day. Gross-up factors willbe calculated for nursing hours and CNA 

hours by dividingthe productive nursing hours per patient day into 1.O and 

dividing the productive CNA hours per patient day into 2.3. Facility directcare 

subcomponent nursing costs will be multiplied by the nursing gross-up factor if 

the factor is greater than 1 .O, and by 1.O if the factor is less thanor equal to .O. 

Facility direct care CNA cost will be multipliedby the CNA gross-up factor if 

the factor is greater than 1.O, and by 1 .O if the factoris less thanor equal to .O. 

These adjusted nursing and CNA costs will be added together to obtain the 

adjusted direct care costs. 

The adjusted direct care costs will be used the purpose of computing ceilings 

and the prospective per diem rate. 

C. 	 BeginningwiththeJanuary 1,2003 ratesemester,eachprospective 

provider’s direct care subcomponent for nursing (registered nurses and licensed 

practical nurses) will be adjusted based onthe information provided by each 

provider in the supplemental schedule filed with the cost report used to establish 
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1,2003 Medicaid per diem rate.The total reported productive hours 

registered nurses (RN) and licensed practical nurses(LPN) will be divided by 

the number of total patient days reported. Total reported productive hours 

include hours for employees the facility and hours for leasedstaff. The result 

will represent the hours per patient day for nursing service. The productive 

hours per patient day forFW’s and LPN’s will be combined for total productive 

nursing hours per patient day. Gross-up factors will be calculated for nursing 

hours by dividingthe greater of nursing hours per patient dayor the weighted 

minimumrequirement for the cost reporting period (weighted by days) .O. 1 

The nursing weightedminimumrequirement shall be used for cost reports 

ending May 31,2002 or later. The nursing weighted minimum requirement shall 

be weighted by days using to january 1,2002 and.6 hours per patient day prior 

1.O hours per patient day afterjanuary 1,2002,using the time period defined in 

the cost report used to set the respective rate. Facility direct care nursing costs 

will be multiplied bythe nursing gross-up factorif the factor is greater than.O, 1 

and by 1.O if the factor is less thanor equal to 1.O. The gross-up factor will apply 

for all per diem rates using cost reports that include costs incurred prior to 

January 1,2002. All rates based upon cost reports that begin or after January 

1,2002 will receivea gross-up factor of 1 full.O,as such cost reports will reflect 

costs atthe nursing staffing requirements post January1,2002. 

Beginning withthe January 1,2003rate semester, each prospective provider’s 

direct care subcomponent will be adjusted the incremental costs incurred by 

the provider to comply with the minimum staffing requirementsfor certified 

nursing assistants(CNAs). This adjustment will be based onthe information 

provided by each providerin the supplemental schedule filed with the cost report 
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establish the January1,2003 Medicaid per diem rate. The total reported 

productive hours for CNAs will be dividedthe number of total patient days 

reported. Total reported productive hours include hours for employeesthe 

facility and hours for leased staff. The result will representthe hours per patient 

day for CNA nursing service. Gross-up factors will be calculated for CNA hours 

by dividingthe greater of hours per patientday or the weighted minimum 

requirement for the cost reporting period (weighted by month) into 2.6. The 

CNA weighted minimum requirement shallbe used for cost reports ending May 

3 1,2002 or later. The nursing CNA weighted minimum requirement be 

weighted by days using1.7 hours per patient day prior to January1,2002 and 

2.3 hours per patient day afterJanuary 1,2002, using the time period defined in 

the cost report used to setthe respective rate. Facility directcare CNA costs will 

be multiplied by the CNA gross-up factorif the factor is greater than1.O,and by 

1.O if the factoris less thanor equal to 1.0. 

The adjusted direct care costs will be used for the purpose of computing ceilings 

and the prospective per diem rate. 

5. 	 Calculate per diems for each of these four cost components by dividing the 

components' costs bythe total number of Medicaid patient days fromthe latest 

cost report. For providers receiving FRVS cost reimbursement, substitutethe 

appropriate FRVS per diemas per SectionV.E. of this plan. 

6. 	 Adjust a facility's operating and patient care per diem costs that resulted from 

Step B.5 for the effects of inflation by multiplying of these per diem costs 

by the fraction: Florida Nursing Home Cost Inflation Index at midpoint of 

prospective rate period, dividedby the Florida Nursing Home Cost Inflation 

Index at midpoint of provider's cost report period. The calculation of the Florida 
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7. 


Nursing Home Cost Inflation Indexis displayed in Appendix A. Only providers 

being paid a prospectiverate under section V.B.6.shall be eligible for the 

Medicaid Adjustment Rate(MAR) except for those providers defined in section 

I.B. of the Plan. 

Adjust, for those facilitiesnot being paid under FRVS, all four components of 

the per diem for low occupancy per a. throughg. below. For those facilities 

being paid under FRVS, adjust carethe operating cost component, the patient 

cost component, and the returnon equity or use allowance cost component, but 

do not adjust the property component for low occupancy. 

a.Calculate the percentage of occupancyforeachfacility. 

b. 	 Calculatethemeanandthestandarddeviationof the distribution of 

occupancy levels obtained in 7.a. 

C. 	 Calculatethepercentageof Medicaid days to total days foreach facility 

("percent Medicaid"). 

d.Calculatethemeanand the standard deviation of the distribution of 

percent Medicaid obtainedin 7.c. 

e. Calculate the adjusted per diem components bymultiplying each of the 

per diem components bythe fraction: Individual facility occupancy 

level, divided by the statewide mean occupancy level one standard 

deviation of occupancy levels from Step B.7.b. 

f.Theadjustmentdescribed in e.aboveshallnotapplyto: 

1) 	 Facilitieswithoccupancylevelsthatexceed the statewidemean 

occupancy level less one standard deviation; 

-44- 



